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A Battle of Giants 


de- The battle between John D. Rockefeller, Jr., and Robert 
as W. Stewart for the possession of proxies for use at the 
| annual meeting, next week, of the stockholders of the 
res Standard Oil Company of Indiana, when the question of 
ca- @ Colonel Stewart’s continuance as Chairman of the Board 
volt @ will be decided, has dramatized in an extraordinary way 
ife, @ the issue of a stockholder’s ethical responsibility. Although 
one @ the contest has occasioned much publicity, there are fea- 
iN tures of it that are not generally understood and the rec- 
ice. B ord of facts runs much farther back than the public mem- 
of ory. Therefore it seems appropriate on the eve of the 
tific B climax of the contest to present here a brief digest of the 
matter and an analysis of the issue. While the principals 
out- @ have been consulted through their representatives, in the 
hy. preparation of this review, responsibility for what follows 
udy § rests entirely with this Department. 
‘oup It should be said first that Mr. Rockefeller, Jr.’s per- 
“ional holdings of stock in the Standard Oil Company of 
ON. & Indiana amount to 402,280 shares or a little over 4% per 
race § cent of the total stock of the company. The Rockefeller 
Foundation owns 460,760 shares. <A little over 500,000 
> re-#@ shares are held by the Equitable Trust Company of New 
itor-@ York in trusts created by Mr. Rockefeller, Sr., for his 
‘orld two daughters. 
=But even though a minority holding often carries with 
tuart it control of a corporation, it is obvious that, with a contest 
been @ on, Mr. Rockefeller’s voting power falls far short of con- 
Each trol of Indiana Standard. Consequently, he can influence 
idely @ the election of officers only by securing the proxies of a 
and @ sufficient number of stockholders to give him a prepon- 
race @ derance of the voting strength represented at the meeting. 
> and The result of such a contest remains open until the 
larry ® meeting is held because proxies once given are automati- 
i dis § cally revoked by executing others; the determining con- 
g OB sideration is the date of execution. Hence the tension 
continues, in spite of the possession by either side of a 
NNO Sufficient number of proxies, on the face of the figures, 
Sons, ‘0 give control. 
Cath THE ORIGIN OF THE CONTROVERSY 
rial is In brief, the situation out of which the contest arises is 
this: Colonel Stewart, in association with Harry F. Sin- 
New clair, H. M. Blackmer and James O’Neil, all executives 
: 31 3 of large oil companies, participated in an arrangement by 
$l. which, between 1921 and 1923, a vast amount of oil was 
de durchased from the Humphreys Mexia Oil Company and 
iatio Humphreys Texas Company at $1.50 a barrel and sold 


tothe Prairie Oil and Gas Company, of which O’Neil was 
President, and the Sinclair Crude Oil Purchasing Com- 
pany at $1.75 a barrel. The medium of the transaction 
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was the Continental Trading Company, organized almost 
over night, purely as a brokerage scheme to make 25 cents 
a barrel on 33 1/3 million barrels of oil. It was a 
“dummy” company, and execution of its contracts was 
guaranteed by O’Neil, for his company, and by Sinclair 
and Stewart for the Sinclair Crude Oil Purchasing Com- 
pany. The Standard of Indiana, having a half interest in 
Sinclair Crude, obviously bore a share of the burden of 
this extra 25 cents a barrel which the latter company had 
to pay. It is contended by Colonel Stewart that the oil in 
question was considered a bargain even at $1.75, and that 
he was therefore not concerned about the amount of brok- 
erage anyone might be getting out of the transaction. 

But in all the testimony evoked by the Senate inquiry, no 
evidence was given to show why the two companies which 
were the ultimate purchasers might not have secured the 
same terms which the dummy Continental Trading Com- 
pany secured. And since the deal was arranged by men 
who officially represented directly or indirectly the inter- 
ests of the ultimate purchasers the thing looked strange. 

Not only so, but in the spring of 1923, when the oil 
industry was coming in for embarrassing scrutiny, the 
Continental Trading Company assigned its valuable bo- 
nanza contract to the ultimate purchasers of the oil it was 
dealing in, for a consideration of $400,000, only a fraction 
of its apparent potential value, and then went out of busi- 
ness and destroyed its records. (It has been contended 
that this price was at least partly explained by a failure 
of the oil fields to yield all that was expected of them.) 

Bevond these facts, however, the Senate Committee on 
Public Lands was unable to progress in its earlier sessions 
(February, 1928) because Colonel Stewart declined to 
answer pointed questions by Senator Walsh and others as 
to his knowledge of the distribution of the profits of 
the Continental Trading Company. His testimony was 
marked by evasions, ambiguities and specific refusal to 
give certain evidence on the ground that he had been 
subpoenaed to testify at the Sinclair trial and that his 
testimony should be reserved for the jury. 

But after the Sinclair trial (at which Colonel Stewart 
was not, after all, called on to testify) and after his asso- 
ciates in the Continental deal had disclosed their part in 
the disposition of its profits, Colonel Stewart appeared 
again before the Senate Committee and acknowledged that 
he had, along with the other three men involved, received 
a large sum (amounting in his case to $759,500) in Lib- 
erty Bonds, representing profits of the Continental’s oper- 
ations, which he said he declined to accept personally, 
creating, rather, a special trust for their custody in trus- 
teeship for his company. Only a penciled memorandum, 
however, was made of the matter and the directors of the 
company were not apprised of the facts until April 20, 
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1928, when they directed that the bonds should be turned 
over to the Sinclair Crude Oil Purchasing Company. The 
whole transaction was characterized by secrecy and de- 
vious procedure, and in the light of what was acknowl- 
edged in sworn testimony it was impossible to reconcile 
Colonel Stewart’s earlier testimony with his later dis- 
closures except by a tortuous interpretation of repeated 
statements apparently framed so as to elude the most 
searching and ingenious questioning of which the Senate 
Committee was capable. 

The Supreme Court of the United States has denounced 
the Continental Trading Company and its transactions.* 
“The creation,” the Court said, “of the Continental Com- 
pany, the purchase and resale contracts enabling it to make 
more than $8,000,000 without capital, risk or effort, the 
assignment of the contract to the resale purchasers for a 
small fraction of its probable value, and the purpose to 
conceal the disposition of its assets make it plain that the 
company was created for some illegitimate purpose.” 

It should be said that this entire proceeding in which 
Colonel Stewart was involved had only an incidental rela- 
tion to the Teapot Dome affair. That is to say, it was in 
the course of the investigation of that scandal that a line 
was secured on the Continental transaction, through the 
tracing of some of the bonds to Secretary Fall. There is 
no evidence that Colonel Stewart was in any way impli- 
cated in the Teapot Dome scandal. On the other hand, 
Colonel Stewart’s participation in the Continental’s trans- 
actions, even assuming that it was without explicit knowl- 
edge of possible ulterior aims and purposes, put him in a 
position difficult to defend. 


Tue Issue Forcep 


When Colonel Stewart’s earlier testimony was published 
in the press, Mr. Rockefeller, Jr., was uncertain as to his 
course. He talked with Colonel Stewart and recorded the 
result of his conversation in a letter to Senator Walsh in 
which he wrote as follows: 

“T have seen Colonel Stewart and have told him in per- 
son what I said to him in my letter of January 24th, of 
which you have a copy. 

“Colonel Stewart confirmed the position which he had 
taken before the Senate Committee and said nothing 
could change his decision. 

“He further stated that he did not wish to embarrass in 
any way the stockholders of his company and that they 
could have his resignation whenever they desired. This is 
a question which the stockholders should, of course, and 
will naturally consider as the matter develops.” 

The time was approaching for the annual meeting of 
the stockholders of the company and the question arose 
in the Rockefeller group whether the meeting should not 
be postponed until they might determine whether or not 
to cancel the proxies which, in the ordinary course of busi- 
ness, they had given to Colonel Stewart. On February 
25, 1928, Colonel Stewart called on Mr. Debevoise and 
Mr. Cutler representing the Rockefeller interests, in New 
York, objected to any postponement of the meeting and, 
according to the statement of both these gentlemen, as- 
sured them that Mr. Rockefeller might have his resigna- 
tion whenever he requested it. ° 

After Colonel Stewart’s second appearance before the 
Senate Committee and his disclosures, above referred to, 
Mr. Rockefeller wrote him, on April 27, 1928, as follows: 

“Your recent testimony before the Senate Committee 


~* Mammoth Oil Company v. United States, 275 U. S. 13. 


leaves me no alternative other than to ask you to makc 
good the promise you voluntarily gave me some weeks 
ago that you would resign at my request. That request | 
now make.” 

Colonel Stewart did not reply to this letter and he con- 
sistently maintains that the only promise he made to Mr, 
Rockefeller was the one referred to in Mr. Rockefeller’s 
letter to Senator Walsh, quoted above. Even so, it may 
be reasonably contended that the redemption of a prom- 
ise to resign when “the stockholders” desired it could 
never be exacted without an election unless some respon- 
sible group of stockholders was referred to. However, the 
documentary evidence in this matter is as Colonel Stew- 
art maintains. 


CoLONEL STEWART CLEARED AT CouRT 


On Colonel Stewart’s behalf it is urged that he has 
secured full exoneration by two juries, one on the charge 
of contempt for refusing to give testimony which the 
Senate Committee asked, and one on the charge of perjury 
for having given false testimony on the occasion of his 
first appearance. To the contention that acquittal on the 
perjury charge was technical, Colonel Stewart replies that 
he has the signed statement of the jurors to the contrary. 
Whatever the merits of this contention, the fact remains 
that, as far as illegal conduct is concerned, Colonel Stewart 
has been tried and acquitted. Not only so, but Colonel 
Stewart’s friends point to the present chairman’s standing 
among business associates and employes. He has within 
the last few weeks been reelected to directorships in great 
banking institutions, among them the National City Bank 
of New York. 

Obviously, this means either that those responsible for 
such election are fully satisfied with Colonel Stewart’ 
defense or that they are less sensitive than some other 
persons to the ethical issues involved. The ground of 
Mr. Rockefeller’s opposition is not legal so much as moral. 
He says that he has lost confidence in Colonel Stewart 
because of his attitude toward a government inquiry, his 
concealments and the false implications of his testimony. 


THE Business ARGUMENT 


Another contrast between the position of Mr. Rocke 
feller and his group and that of Colonel Stewart and the 
Stockholders Protective Committee which is appealing for 
support of his candidacy, is indicated by the word “pro- 
tective.” The committee points to Colonel Stewart’s amaz- 
ing and admitted success as an executive. He has, in 
decade, increased the market value of the company from 
170 millions to about 900 millions, the number of stock 
holders from 4,622 to over 57,000. It has become “prob 
ably the greatest manufacturer and seller of petroleum 
products in the world.” What, the committee asks, doe 
Mr. Rockefeller offer? “He expresses himself as hope 
ful the company may continue to prosper. . . . Is it goo 
business to change what is for what may be?” In othet 
words, Mr. Rockefeller has no business argument to sup 
port his position; he admits Colonel Stewart’s outstanding 
ability and achievements. He has only one argument, a 
that is moral. On the other hand, he does not see aty 
business risk in the course he is advocating. 

An interesting feature of the contest is the complaint by 
the Stewart group that Mr. Rockefeller is an absentet 
owner who has never visited the properties of the comf 
pany. Here is a case in which absenteeism is assailed n0 
by those who are contending for more idealism but by 
those who are stressing the prosperity issue. 
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THE EmpLoyes’ ATTITUDE 


The attitude of the employes is interesting. There are 
15,000 stockholders among them and the indications are 
that the majority of them are for Colonel Stewart. How 
far this indicates confidence born of the Colonel’s liberal 
labor policy and his defense of high wages, and how far 
it reflects prudential concern for continued business effi- 
ciency and uninterrupted dividends on their stock, or a 
desire to preserve their status with the management, it is 
impossible to say. It should be said, however, that some 
very strong endorsements of Mr. Rockefeller’s position 
have been received from employes. 


THE “SoPHISTICATED VIEW” 


There has been much discussion in the business com- 
munity of the possible bearing upon this contest of eco- 
nomic factors in the oil industry. The Magazine of Wall 
Street on February 9, 1929, printed an article which 
played up this “sophisticated view” of the matter. Much 
is made of the growth of competitive conditions affecting 
the members of the Standard group, partly as a result of 
the famous dissolution decree of 1911. It is pointed out 
that the Standard of Indiana has become the object of 
admiration, if not of envy, on the part of the industry as 
a whole. It is said that the stress has been particularly 
sharp between Colonel Stewart’s company and the Stand- 
ard of New Jersey in which the Rockefeller holdings are 
heavy. Such considerations have undoubtedly served to 
cloud the moral issue in the minds of many persons. In- 
vestigation, however, discloses no ground whatever in fact 
for this interpretation. In this contest Mr. Rockefeller has 
encountered opposition rather than support from sources 
within the industry from which, in consideration of com- 
petitive interest alone, a contrary influence might have 
been expected. It should be said that even among those 
who take a “business” view of the matter, there is little 
apparent disposition to discredit Mr. Rockefeller’s per- 
sonal motives. 


STRATEGY OF THE CONTESTANTS 


Never before has so strenuous an effort been made by 
a stockholder to influence the judgment of his fellow 
stockholders on a moral issue. The committee represent- 
ing Mr. Rockefeller has made an urgent appeal for 
proxies, backed up by a lengthy brief, excerpts from press 
editorials, etc. It is complained on Colonel Stewart’s be- 
half that much of the publicity that is being capitalized 
in the fight against him is unfair and misleading, because 
it confuses the Continental Trading Company’s affairs 
with the Teapot Dome scandals, with which he had noth- 
Ing to do. 

On the other hand, Colonel Stewart’s tactics have been 
complained of in that a 50 per cent stock dividend has 
been declared by his company on the eve of the annual 
meeting of stockholders. While the new stock thus created 
will not have a vote at this election it is conceded that such 
a dividend is likely to be an effective financial reinforce- 
ment of Colonel Stewart’s canvass for proxies. As the 
article above referred to in the Magazine of Wall Stree? 
puts it, “At least the large surplus built up within recent 
years by the Stewart management is being capitalized and 
handed on to the shareholders at a propitious moment.” 


SIGNIFICANCE OF THE CONTEST 


Mr. Rockefeller and his associates regard this contest 
as a moral crusade, which will have far-reaching results 
for American business. In his testimony before the Senate 
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Committee on Public Lands and Surveys on February 11, 
1928, Mr. Rockefeller said: 

“This situation, Senator, and gentlemen of the commit- 
tee, is far-reaching. It affects certain individuals, but far 
beyond that it affects the whole oil industry. The oil 
industry is under suspicion because of the facts that have 
been brought to light and more particularly because of the 
facts that have not yet been brought to light. The busi- 
ness structure of the country is under suspicion for these 
reasons. The cynic is saying: ‘Is there any such thing as 
basic integrity in business? ” 

Explaining his position Mr. Rockefeller said: “My 
experience as an investor in many companies has been 
that the stockholder, so long as he believes in the manage- 
ment, must stand by it. If there comes a time when he 
feels satisfied that the evidence which has been brought 
to him is such as to justify his withdrawal of his confi- 
dence, unless he sells his stock, he must vote his stock and 
use all the rights he has as a stockholder to replace the 
management. 

“IT know of no third alternative. I am prepared in this 
instance and in other instances where my stock holdings 
relate me to other companies to act on the evidence as it 
is presented.” 

A battle of such proportions over a moral issue has 
never before been fought between American captains of 
industry. 


Bishop Fiske Takes a New Text 


Many readers of this Service are familiar with the 
biting criticisms of social propagandist movements pub- 
lished from time to time by Bishop Charles Fiske of the 
Diocese of Central New York. He has written certain 
articles that have prompted such references as the follow- 
ing taken from a recent editorial in the Chicago Journal 
of Commerce: 

“Such clergymen as Bishop Charles Fiske of Central 
New York have for several years been declaring that the 
church ought to cease meddling in social and economic 
affairs in which it lacks knowledge and therefore lacks 
authority, and ought, instead, to confine itself to its ancient 
business of making good men.” 

In the February Harpers, Bishop Fiske, without re- 
canting any of his former utterances, balances his earlier 
judgments in an article which the Chicago Journal of 
Commerce has apparently not taken account of. He asks 
whether America is, in fact, a Christian country—whether 
it is following a Christian way of life and whether, 
after all, Christianity is practicable in the modern world. 
His analysis of the problems of social ethics is challeng- 
ing. “It is the staggering job of the Christian Church 
today,” he says, “to formulate a casuistry for an indus- 
trial society and to apply that casuistry practically.” He 
declares that it is very difficult “for any one inside the 
present industrial system to act consistently as a Chris- 
tian,” yet he finds real signs of a developing idealism in 
the world today. This, he believes, the church should 
capitalize: 

“It is in its power to call upon its members to study 
all those principles of Christ which must be applied in 
modern life, especially to industrial and social questions. 
It is my own conviction that despite their foolish aggres- 
siveness, despite their violent and antagonistic reaction to 
conservatism, their sometimes visionary impracticability, 
their captivating capacity for provoking opposition when 
they might be winning support—it is my conviction that 
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if we are looking for real Christians, we are most likely 
to find them in this socially minded group, even though a 
few of them are Parlor Socialists who preach poverty and 
the undergoing of persecution while themselves living 
comfortably in safe places far removed from the social 
dynamite they plant elsewhere. The reason for this con- 
viction is that men like these are really grappling with the 
vital thing in Christian life today. They see that the 
religion of an Incarnate Christ must be incarnated in all 
the activities of life. They are impatient of a religion 
which permits a man to do what he pleases in business or 
politics while displaying Christian virtues chiefly in the 
home and family circle. They believe that religion cannot 
be a compartment thing; it must penetrate every depart- 
ment of life if it is to be the religion of an Incarnate God 
who entered into all life... . 

“The revival of Christianity, if it comes, must be a 
social revival. Until it does come, we cannot claim Amer- 
ica for Christianity. Because the great mass of professing 
Christians have not thought this out, we may discount 
their professions, even though we question their intelli- 
gence rather than their sincerity, their courage and inde- 
pendence rather than their good intentions and essential 
honesty.” 


Youth’s Industrial Compensation 


In January, 1929, the National Consumers’ League pub- 
lished a study entitled ‘‘A Skeleton in Industry’s Closet” 
which deals with the comparative status under workmen’s 
compensation laws of young people employed in industry. 
The purpose is “to arouse among consumers, employers, 
parents, a determination to end immediately the more 
patent abuses, and to study the more difficult problems 
with a view to their earliest possible solution.” And “it is 
addressed to every citizen who really cares what happens 
to children and minors in these United States.” 

The public cannot know the suffering which results 
from industrial accidents to young folks until the records 
are brought to their attention. There are 17 states which 
keep accessible records of the ages of the injured, 12 
states keep records of the number of injured minors but 
do not publish them, and 8 states issue no printed annual 
or biennial reports. 

Only 14 states recognize that a permanent injury lasts 
throughout the years that stretch before a youthful 
worker. These states base the compensation of a minor 
on the average wage of an adult in his occupation or on 
his probable future earning power. In 12 states compen- 
sation is based on actual wages and, since the wages of 
minors are commonly low, the payments are small. Five 
states have no compensation laws, and in 21 states the 
workers in small plants, having from 3 to 16 employes, 
are unprotected because the employers are not covered by 
the statute. 

In 15 states children who are illegally employed are not 
allowed compensation. Their only remedy is to sue em- 
ployers under the common law. Only 7 states require that 
additional compensation be paid to children illegally em- 
ployed. The penalty ranges from 50 per cent additional 
to double compensation. 

The study presents tables showing the states in which 
compliance with the compensation laws is compulsory or 
exemption a matter of choice; the variation in minimum 
and maximum weekly payments ; the extent to which life- 
long injuries are compensated; requirements in connec- 


tion with hazardous occupations; the degree to which in 
formation on accidents is required, and the penaltied 
applied. An important feature of the summary is the dem- 
onstration of the great variability and inadequacy of pres- 
ent laws and the lack of means for proper enforcement, 
The pamphlet may be had by addressing the league at 156 
Fifth Avenue, New York City. 


The Church and the Farm Situation 


A digest of three lectures on “The Church and the Agri- 
cultural Crisis” delivered by Edmund de S. Brunner, on 
the Alden-Tuthill foundation at the Chicago Theological 
Seminary has been published in pamphlet form by the 
Pilgrim Press (Boston and Chicago, 35 cents per copy), 
Professor Fred Eastman writes an introductory note stat- 
ing that ordinarily the special lectures at the Seminary 
are attended by a small group of students especially inter- 
ested in the subject presented, but that the largest lecture 
room in the divinity building of the University of Chicago 
proved hardly adequate for the number of students who 
wished to hear Dr. Brunner. 

The first lecture deals with a “subject that has been too 
largely ignored; namely, the economic crisis in rural 
America and its implication for the church. . . . The 
church fought for an eight-hour day in steel, but the 
hours on the farm have concerned her not.” The second 
lecture is on the revolution in rural social life and the 
third on town and country church administration. This 
booklet becomes at once the most concise and accessible 
source for information concerning the church and rural 
life. Dr. Brunner is known to the readers of this SERvIcE 
as director of the town and country surveys of the Insti- 
tute of Social and Religious Research. He has also served 
in a voluntary capacity as chairman of the rural committee 
of this Department since its organization in 1923. 


THE CHALLENGE OF THE AGED. By Asranam 
Epstein. New York, Macy-Masius: The Vanguard 
Press, 1928. $3.00. 


Abraham Epstein, well-known authority on old age 
pensions, here summarizes the available material concern- 
ing the extent of old age dependency, its causes, the cost 
of the present system of poorhouses and outdoor relief, 
the inadequacy of pension systems already in existence 
in the United States, the probable cost of pensions, the 
movement toward old age pensions in the United States, 
pension systems abroad, etc. Mr. Epstein concludes that 
the chief causes of old age dependency are low earning 
power, physical disability, unemployment, strikes and busi- 
ness failures, rather than idleness or thriftlessness. He 
compares various estimates of the cost of living with aver- 
age wages and concludes‘that the wages of the great mass 
of workers are not sufficient to maintain the usual mini- 
mum standard of health and decency to say nothing of 
saving for old age. The standard of living is steadily 
being raised, so that the problem of old age is likely to 
become even more serious in the future. 

The most adequate estimate of the cost of old age pen 
sions, Mr. Epstein thinks, is that made by the Pennsyl- 
vania Commission on Old Age Assistance which concluded 
that the actual total cost for the state would not exceed 
$5,000,000 per year. Almshouses in Pennsylvania cost 
about $6,000,000 a year, and the pension system wouldg 
care for more than three times the number of persons 
now in almshouses. 
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